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Report of Independent Registered Public Accounting Firm

Board of Directors

Economy Securities Incorporated

Evansville Indiana

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Economy

Securities Incorporated the Company as of December 31 2012 and the related

statements of income changes in stockholders equity and cash flows for the year then

ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and

the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with accounting principles generally accepted in the United States

of America this includes the design implementation and maintenance of internal control

relevant to the preparation and fair presentation of financial statements that are free from

material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We

conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perfonn the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor considers

internal control relevant to the Companys preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriateness

of accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the financial statements
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Economy Securities Incorporated as of December 31

2012 and the results of its operations and its cash flows for the year then ended in

accordance with accounting principles generally accepted in the United States of America

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements

as whole The supplementary information on pages 12 to 15 is presented for purposes of

additional analysis and is not required part of the financial statements but is

supplementary information required by Rule la-S under the Securities Exchange Act of

1934 Such information is the responsibility of management and was derived from and

relates directly to the underlying accounting and other records used to prepare the financial

statements The supplementary information has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the financial statements or to the financial statements themselves

and other additional procedures in accordance with auditing standards generally accepted in

the United States of America In our opinion the supplementary information on pages 12 to

15 is fairly slated in all material respects in relation to the financial statements as whole

New Albany Indiana

February 25 2013
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ECONOMY SECURITIES INCORPORATED

STATEMENT OF FINANCIAL CONDITION

DECEMBER 312012

ASSETS

Cash 56930

Deposit with clearing organization 20000

Receivable from broker-dealers and clearing organization 15563

Other assets 9771

Total Assets 102264

LJABL1TJES AND STOCKHOLDERS EOUITY

Liabilities

Accounts payable accrued expenses and other liabilities 4153

Stockholdeis Equity

Common stock 70000

Paid-in capital
35000

Deficit 6889

Total stockholders equity 98111

Total Liabilities and Stockholders Equity 102264

See accompanying notes to financial statements
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ECONOMY SECURITIES INCORPORATED

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31 2012

Revenues

Commissions 143097 48.8

Trail fees 19586 40.7

Other correspondent income 15862 5.4

Other income 15020 5.1

Interest and dividends 12

Total revenues 293577 100.0

Expenses

Employee compensation1 taxes and benefits 145085 49.4

Clearance and regulatory fees 28361 9.7

Communications and data processing 6300 2.1

Occupancy 19200 6.5

Other expenses
36172 12.4

Total expenses 235118 80.1

Net Income 58459 19.9

See accompanying notes to financial statements
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ECONOMY SECURITIES INCORPORATED

STATEMENT OF CHANGES 114 STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2012

Retained

Common Stock Paid-in Earnings

Shares Amount çpital Deficifl Total

Balance January 2012 700 70000 35000 91652 196652

Net Income 58459 58459

Distributions 157000 157000

Balance December 31 2012 700 70000 35000 6889 98111

See accompanying notes to financial statements
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ECONOMY SECURITIES INCORPORATED

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2012

Cash Flows from Operating Activities

Cash inflows

Cash received from clearing organization and others 290590

Interest and dividends received 12

Cash outflows

Cash paid to suppliers and employees 239110

Net cash provided by operating activities 51492

Cash Flows from Financing Activities

Cash outflows

Distributions 157000

Net cash used in financing activities 157000

Net Decrease in Cash 105508

Beginning Cash 162438

Ending Cash 56930

Reconciliation of Net Income to Net Cash

Provided by Operating Activities

Net Income 58459

Adjustments to reconcile net income to net

cash provided by operating activities

Increase in receivable from broker dealers and clearing organization 2976
Decrease in accounts payable accrued expenses and other liabilities 2203

Increase in other assets 1788

Net cash provided by operating activities 51492

See accompanying notes to financial statements
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ECONOMY SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS

DECEMBER 312012

No re NA TURE OF OPERA TIONSAND SUMMARY OFSIGNIFIcANTA OUNTING PoLIcIES

Nature of Operations

Economy Securities Incorporated Company operales as fully-disclosed introducing broker in

trading and investment securities The Companys customer base is primarily individual

investors located in Indiana Illinois and Kentucky The Company is wholly owned subsidiary

of Economy Acquisition Corp

Cash

For purposes of the statement of cash flows the Company considers all cash on hand bank

checking accounts and money market accounts to be cash

Allowance for Doubtful Accounts

Accounts receivable consists of fees and commissions receivable from broker-dealers and

Southwest Securities Inc Clearing Organization and is considered fully collectible Therefore

no allowance for doubtful accounts has been provided

Revenue and Expenses

Commissions and related clearing expenses are recorded on settlement-date basis There were

no significant
transactions at December 31 2012 that would require reconciliation with trade-

date basis accounting

Advertising

The Company expenses advertising production costs as they arc incurred and advertising

communication costs the first time the advertising takes place Advertising expense was $1212

for the year ended December 31 2012

Income Taxes

The Company is qualified subchapter subsidiary and is not treated as separate corporation

for income tax purposes The Companys assets liabilities and items of income and loss are

treated as assets liabilities and items of income and loss of its parent company which has

elected to be classified as an corporation for income tax purposes As such the items of

income or loss of the parent company are allocated to its stockholders in accordance with their

respective equity interests and reported on their individual federal and state income tax returns

Accordingly no provision for income taxes has been recorded in the accompanying financial

statements The parent company is no longer subject to U.S federal and state income tax

examination by tax authorities for years prior to December 31 2009 In the normal course of

business the parent company is subject to potential examination by various taxing authorities

Although the outcome of tax audits is always uncertain the Company had no uncertain tax

positions that quali1 for either recognition or disclosure in the financial statements at December

312012
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ECONOMY SECURITIES INCORPORATED

NOTES TO FINANCIAL STATEMENTS CONTINUED
DECEMBER 31 2012

Note continued

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

NorgB CASH DEPOSIT WITH CLEARING ORGANIZATION

At December 31 2012 the Company had an interest-bearing deposit of $20000 with the

Clearing Organization

NOTE COMMON STOCK

At December 31 2012 the authorized capital of the Company consists of 10000 shares of no

par value common stock and 700 shares were issued and outstanding at stated value of $100

per share

NOTED RELATED PARTY TRANSACTIONS

The Company leases office space from Weinzapfel Co LLC related entity under common

control under an operating lease with an initial one-year term that is renewed annually Total

rent paid under this lease for the year ended December 31 2012 was $19200

The Company leases employees from WH Benefits Inc related entity under common control

Reimbursement of such costs including compensation taxes and benefits under this

arrangement for the year ended December 31 2012 was $145085 and $3733 was payable to

this related entity at December31 2012

The Company receives commissions from Weinzapfel Wealth Advisors Inc related entity

under common control Commissions received totaled $15020 for the year ended December 31

2012 and $3731 was receivable from this entity at December 31 2012
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ECONOMY SECURITiES INCORPORATED

NOTES TO FINANCIAL STATEMENTS CONTINUED
DECEMBER 31 2012

NOTE ENET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions Commission uniform

net capital rule Rule 15c3-1 which requires the maintenance of minimum net capital and

requires that the ratio of aggregate indebtedness to net capital both as defined shall not exceed

15 to At December 31 2012 the Company had net capital of $87255 which was $82255 in

excess of its required net capital of $5000 At December 31 2012 the Companys net capital

ratio was 0.05 to

NOTE F-SUBSEQUENTEJENTS

Subsequent events have been evaluated through the dale the financial statements were issued

The Company has not identified any subsequent events as of the issue date of the financial

statements
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ECONOMY SECURITIES INCORPORATED
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ECONOMY SECURITIES INCORPORATED

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2012

Net Capital

Stockholders equity qualified for net capital 98111

Total nonallowable assets

FINRA CRD Deposit 700

Prepaid expenses 9071
Total nonallowable assets 9771

Net capital before haircuts on securities 88340

Haircuts on securities money market account 1085

Net Capital 87255

Aggregate Indebtedness

Items included in statement of financial condition

Accounts payable accrued expenses and other liabilities 4153

Computation of Basic Net Capital Requirement

Minimum net capital required
277

Minimum dollar net capital requirement of reporting broker or dealer 5000

Net capital requirement 5000

Excess net capital
82255

Excess net capital at 1000% 86840

Ratio of aggregate indebtedness to net capital
0.05 to

Reconciliation with Companys Computalion of Net Capital

Pursuant to Rule 17a-5d4

Net Capital as reported in Companys Part If unaudited FOCUS Report 87955

Reclassification of FINRA CRD deposit as nonallowable asset 700

Net Capital per above computation 87255
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ECONOMY SECURITIES INCORPORATED

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15c3-3 OFTUE SECURITIES AND EXCHANGE COMMISSION

AS OFDECEMDER 312012

Broker-dealer is exempt from Rule 5c3-3 All customer transactions are cleared through

Southwest Securities Corporation on filly disclosed basis

13
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Independent Auditors Report on Internal Control

Board of Directors

Economy Securities Incorporated

Evansville Indiana

In planning and performing our audit of the financial statements and supplementary

schedules of Economy Securities Incorporated the Company as of and for the year

ended December 31 2012 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose

of expressing our opinion on the financial statements but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission SEC
we have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

such practices and procedures that we considered relevant to the objectives stated in Rule

17a-.5g in making the periodic computations of aggregate indebtedness or aggregate

debits and net capital under Rule 17a-3a1 and for determining compliance with the

exemptive provisions of Rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons

and recordation of differences required by Rule 7a-13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling

this responsibility estimates and judgments by management are required to assess the

expected benefits and related costs of controls and of the practices and procedures referred

to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives
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Two of the objectives of internal control and the practices and procedures are to provide

management with reasonable but not absolute assurance that assets for which the Company

has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation of financial statements in conformity with generally

accepted accounting principles Rule 17a-5g lists additional objectives of the practices

and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of

them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not

allow management or employees in the normal course of pursuing their assigned functions

to prevent or detect and correct misstatements on timely basis sign ficant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control

such that there is reasonable possibility
that material misstatement of the companys

financial statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identi1 any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for its

purposes in accordance with the Securities Exchange Act of 1934 and related regulations

and that practices and procedures that do not accomplish such objectives in all material

respects indicate material inadequacy for such purposes Based on this understanding and

on our study we believe that the Companys practices and procedures as described in the

second paragraph of this report were adequate at December 31 2012 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is

not intended to be and should not be used by anyone other than these specified parties

New Albany Indiana

February 25 2013
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